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October 25. 2001 

W e have audited the accom panying statem ent of financial position of Educational 
and Treatment Council, Inc. (a nonprofit organization) as of June 30, 2001, and the related 
statements of activities, functional expenses and cash flows for the year then ended. These 
financial statements are the responsibility of the Council's management. Our responsibility is 
to express an opinion on these financial statements based on our audit. 

W e conducted our audit in accordance with generally accepted auditing standards 
and the standards applicable to financial audits contained in Governm ent Auditing 
Standards, issued by the Comptroller General of the United States. Those standards require 
that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statem ents are free of m aterial m isstatem ent. An audit includes exam ining, on a 
test basis, evidence supporting the amounts and disclosures in the financial statem ents. An 
audit also includes assessing the accounting principles used and significant estim ates m ade 
by m anagem ent, as well as evaluating the overall financial statem ent presentation. W e 
believe that our audit provides a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material 
respects, the financial position of Educational and Treatment Council, Inc. as of June 30, 
2001, and the changes in its net assets and its cash flows for the year then ended in 
conform ity with generally accepted accounting principles. 

In accordance with Govern m ent Auditing Standards, we have also issued our report 
dated October 25, 2001, on our consideration of Educational and Treatment Council, Inc.'s 
Internal control over financial reporting and our tests of compliance with certain provisions of 
laws, regulations, contracts and grants. That report is an integral part of an audit perform ed 
in accordance with GovernmentalAuditing Standards and should be read in conjunction with 
this report in considering the results of our audit. 

Our audit was performed for the purpose of forming an opinion on the basic 
financial statem ents of Educational and Treatm ent Council, Inc. taken as a w hole. The 
accom panying schedule of expenditures of federal awards is presented for purposes of 
additional analysis as required by U.S. Office of Managem ent and Budget Circular A-133, 
Audits of States, Local Governments, and Non-Profit Organizations, and is not a required 
part of the basic financial statements. Such information has been subjected to the auditing 
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly 
stated, in all m aterial respects, in relation to the basic financial statem ents taken as a whole 



EDUCATIONAL AND TREATM ENT COUNCIL, INC 

STATEM ENT OF FINANCIAL POSITION 

June 30, 2001 
W ith Com parative Totals as of June 30, 2000 

ASSETS 
Current Assets 

Cash and cash equivalents 
Investm ents 
Accounts receivable 
Interest receivable 
Prepaid expenses 

Total current assets 

Fixed Assets at cost (net of accumulated 
depreciation of $602,282) 

Total assets 

LIABILITIES AND NET ASSETS 
Current Liabilities 

Accounts payable 
Interest payable 
Accrued salary and payroll taxes 

Total current liabilities 

Long-Term note payable 
Total liabilities 

Net Assets 
Unrestricted 

Undesignated 
Board designated 

Total unrestricted 

Temporarily restricted 
Perm anently restricted 

Unrestricted 

$ 468,662 
459,244 
164,190 
4,462 

_  
4,481 

1.101.039 

Temporarily 
Restricted 

$ 

Perm anently 
Restricted 

189 $ 

189 

__  
921,172 1,266 

$ 2,022,211 $ 169 $ 1,266 

$ 24,215 
15,205 

_  
10,3_ 00~ 
49.726 

549.725 

1,297,301 
175,185 

t.472.486 

i.472.486 

189 

189 __ .
~ 266 
1.266 

TOTAL LIABILITIES AND 
NET ASSETS .$. 2,02;2,2~1 ! ~ 189 $ 1,266 

See accom panying notes 



Totals 
2001 ?000___ _ 

$ 468,851 
459,244 
164,190 
4,462 
4,481 

1.101.228 

$ 112,366 
726,023 
161.804 

4.964 
1.005.157 

922.438 961.516 

$ 2,023,666 $ 1,966,673 

$ 24,215 
15,205 
10~ 305 
49.725 

500,g00 
549,7255 

1,297,301 
175.185 

1.472.486 

189 
1~ 766 

$ 33,942 
14,600 

_ __ 4,665 
53,207 

553,207 

1,246,505 
_  161,745 
1,408,250 

195 

_ 1j413~466 

~.2,073,666 ~ !,966,673 

G I~.AGSONr CASII)AY ~,~ GUll I.ORYr [,.L ]~. 
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EDUCATIONAL AND TREATM ENT COUNCIL. INC 

STATEM ENT OF ACTIVITIES 

Year Ended June 30, 2001 
W ith Com parative Totals for the year ended June 30, 2000 

:Unrestricted 
PUBLIC SUPPORT, REVENUES AND 
RECLASSIFICATIO NS 
Contdbutions $ 
Grants and contracts t 
Service taxes 
Interest 
M iscellaneous 
Net assets released from restrictions: 

Satisfaction of program restrictions 
Expiration of tim e restrictions 

Total public support, revenues 

6 
3.755 

Tem pora rily 
Restricted 

Perm anently 
Restricted 

(6) 
~ 3~755) 

and reclassifications .~17000,O3939 __ ..(6_) (:3~ _755) 

Expenses 
Residential Serv ices 
Com m unity Progra m Services 
Fund-ra ising 

Total expenses 

Change in net assets 

Net assets, beginning 

Net assets, ending 

See accom panying notes 

827,608 
808.195 

._ 1,t ~ 803 

64,236 

1~408,25_0 

(6) 

195 

(3,755) 

__ .~= _0~21_ 

~.~!,472,486 ~ 189 ~ :=1,260 



2001 2000 

12,514 
257,503 
365,026 
52,126 
9.109 

$ 68~60 
1,115,741 
351,646 
40,210 
1.595 

_ _~ 696,27_8 __ 1j55_77,652 

827,608 
608.195 

793,699 
744,036 
13,_849 

1,55!~58_ 4 

60.475 26,068 

L ~ 4!3,466 Jj387~398 

$ 1,473,94~ ~.: :1,4!3,466 

G I(AG$ON, CASII)A'J' ~ G Ull ],O1~~, L.I,.]~, 
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EDUCATIONAL AND TREATM ENT COUNCIL, INC 

STATEMENT OF CASH FLOW S 

Year Ended June 30, 2001 
W ith Com parative Totals for the Year Ended June 30, 2000 

CASH FLOW S FRO M O PERATING ACTIVITIES 
Change in net assets 
Adjustments to reconcile change in net assets to net 

cash provided by operating activities: 
Depreciation 
(Increase) decrease in accounts receivable 
(Increase) decrease in interest receivable 
(Increase) decrease in prepaid expenses 
Increase (decrease) in accounts payable 
Increase (decrease) in interest payable 
Increase (Decrease) in accrued expenses 

Net cash from operating activities 

CASH FLOW S FROM INVESTING ACTIVITIES 
Purchase of fixed assets 
Proceeds from sale of investments 
Purchase of Investments 

Net cash from investing activities 

CASH FLOW S FROM FINANCING ACTIVITIES 
Proceeds from long term debt 

Net increase (decrease) in cash and cash 
equivalents 

Cash and cash equivalents, beginning 

Cash and cash equivalents, ending 

See accom panying notes 

2001 

$ 60,475 

55.344 
(2,386) 
(4,462) 
483 

(9,727) 
6O5 

10&~Z~ 

(16,266) 
484,278 

250,513 

356,485 

$===468,851 

G I{AGSONt CASIDAY & G Ull LORYr L.L.]: 
CERTIFIED PUBLIC ACCO UNTANTS 

2000 

$ 26,068 

58,321 
(44,352) 

(47) 
(13,739) 

_~ 13,322) 
12,929 

(22,008) 

__ ~384,073) 

9.~ 3 

(362,071) 

474 ~437 

$ 112,366 



Adverlislng 
Clinical supervision 
Data processing 
Dues/subscriptions 
Em ployee benefits 
Educational 

EDUCATIONAL AND TREATM ENT COUNCIL, INC 

STATEM ENT O F FUNCTIONAL EXPENSES 

Year Ended June 30, 2001 
W ith Comparative Totals for the Year Ended June 30, 2000 

Food 
Fund-raising 
Housekeeping supplies 

's compensation 
Insurance-liability 
Insurance-m otor vehicle 
Insurance-m alpractice 
Insurance-other 
Interest 
Janitorial services 
Licenses 
M edical serv ice 
M edical supplies 
M iscellaneous 
M otor vehicle 
Office supplies 
Payrotl taxes 
Personal client needs/clothing 
Printing 
Postage 
Professional serv ices 
Psychiatry serv ices 
Recreational 
Rent 
Repairs and maintenance - building and grounds 
Repairs end m aintenance - equipment 
Salaries 
Supplies 
Telephone 
Therapeutic suppties 
Travel and training 
Utilities 

Total expenses before depreciation 
Bad debt 
Depreciation of buildings and equipment 

Total expenses 

Sea accom panying notes 

Residential 
Services 

1,454 
24,811 
1,646 
343 

29,167 
1,061 

31,560 

7,488 
6,658 
12,149 
4,904 

768 
9,000 
18,070 

655 
8,719 

6,947 
4,561 
4,678 
41,576 
8,043 
853 
898 

8,130 
5,130 
2,344 

11,671 
6,344 

497,390 
4,489 
5,396 
824 

5,521 

798,586 

__ .29,022 

~; = 827,608 

Comm unity 
Program 
Services 

$ 751 
2,874 
1,853 
797 

22,284 
3,227 
181 

137 
4,002 
5,561 
2,388 

1,257 
16,605 
3,051 
300 

8,424 
21,708 
7,044 
41,572 
11,190 

399 
2,159 
31.531 

14,387 
15,980 

519 
4,993 

492,261 
481 

17,248 
1,603 

40,326 
__ =4.780 

781.873 

_  
26~322 



Totals 
2001 2000 

$ 2,205 
27,685 
3,499 
1,140 
51,451 
4,288 
31.741 

7,625 
10,660 
17,710 
7,292 

2,025 
25,605 
21,121 

955 
8.719 

15,371 
26,260 
11,722 
83,148 
19,233 
1,252 
3,057 
39,661 
5,130 
16,731 
15,980 
12,190 
11,337 

989,651 
4,970 
22,644 
2,427 
45,647 
3oj !~8 

1.580.459 

_ __ _55,344 

1,635,602 

$ 5,005 
31,973 
3,272 
2,855 
31,569 
1,943 
32,198 
13,849 
5,141 
3,748 
20,420 
t0,711 

71 
1,856 
25.977 

389 
3,094 

65 
7,244 
t4,044 
20,996 
72,987 
10,628 
11,395 
3,398 
44,476 
2,494 
6,378 
15,300 
34,168 
15,414 

923,518 
8,694 
21,612 
18,536 
39,466 

1,491,207 
2,056 

_  58 321 

G RAGSON, CASIDAY ~ G UII.LORYr L.L.}~, 
CERTIFIED PUBLIC ACCO UNTANTS 



EDUCATIONAL AND TREATMENT COUNCIL, INC 

NOTES
. 
TO FINANCIAL STATEM ENTS 

June 30.2001 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

O raanization and Nature of Activities 

Educational and Treatment Council, Inc. is a nonprofit corporation organized 
under the laws of the State of Louisiana for the purpose of serving children, 
adolescents, families, individuals, and communities within the five-parish area of 
Southwest Louisiana, through comprehensive counseling services, crisis services 
prevention services, community education and residential services for youth. 

Emergency Shelter for Children (commonly known as Harbor House) is a program 
of Educational and Treatment Council, Inc. for the purpose of providing shelter 
and counseling to adolescents and children, The Shelter provides em ergency 
shelter care to children and youth between the ages of 3 and 17 who m ust either 
be removed from their homes for reasons of neglect, physical or emotional abuse, 
and/or w ho are otherw ise hom eless due to their status as runaways, status 
offenders or children in need of care, Shelter care is defined here as a 
specialized form of short-term residential care for children including youthful 
offenders who do not require secure care. Shelter care shall generally be 
provided for an average period of 30 days, Only in cases of docum ented 
em ergency shall Shelter care be extended beyond 60 days. 

Public _Support and_ Revenues 

Annual cam paign contributions are generally available for unrestricted use In the 
related cam paign year unless specifically restricted by the donor. 

Support that is restricted by the donor is reported as an increase in unrestricted 
net assets if the restriction expires in the reporting period in which the support is 
recognized. All other donor-restricted support is reported as an increase in 
temporarily or permanently restricted net assets depending on the nature of the 
restriction, W hen a restriction expires, restricted net assets are reclassified to 
unrestricted net assets. 

Contributions of donated noncash assets are recorded at their fair values in the 
period received. Contributions of donated services that create or enhance 
nonfinanclal assets or that require specialized skills, are provided by individuals 
possessing those skills, and would typically need te be purchased if not provided 
by donation, are recorded at their fair values in the period received. 

No amounts have been reflected in the statement for donated services inasm uch 
no objective basis is available to measure the value of such services. However, 
substantial num ber of volunteers have donated significant am ounts of tim e to the 
Council's program  services and to its fund-raising activities. 

GIiAGSON, CASII)AY & GUIIJ,ORY, ],.|,.l" 
C ERIlFIEO PUBLIC ACCO UNTANTS 
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EDUCATIONAL AND TREATM ENT CO UNCIL. INC 

NOTES TO FINANCIAL STATEM ENTS 

June 30.2001 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED 

Estim ates 

The preparation of financial statements in conformity with genera lly accepted 
accounting principles requires m anagement to make estimates and assum ptions 
that affect the reported am ounts of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the financial statem ents and the 
reported amounts of revenues and expenses during the reporting period. Actual 
results could differ from those estim ates. 

Accounts Receivable 

Accounts receivable at June 30, 2001 of $164,190 represents receivables from 
federal and state grants. 

Cash Dapes]t_s_ 

At various tim es during the fiscal year, the Council's cash in bank balances 
exceeded the Federa lly insured limits. At June 30, 2001, the Council's uninsured 
cash balances totaled $410,400. 

Investm ents 

Investments consist of cash deposits with maturities of greater than three months 
at tim e of purchase. 

Statement of Cash Flows 

For purposes of the Statement of Cash Flows, the Council considers all highly 
liquid debt investments purchased with a maturity of three months or less to be 
cash equivalents. 

Incom e Taxes 

Educational and Treatment Council, Inc. Is a nonprofit organization as described 
under Section 501(c)(6) of the Internal Revenue Code and is exempt from federal 
and state incom e taxes. Educational and Treatment Council, Inc. has been 
determined by the Internal Revenue Service not to be a "private" foundation within 
the meaning of Section 170(b)(1 )(A)(vi) of the Code. 

G~AGSON, CASII)AY ~ GU|I.I.ORY, ~ ..L.l)+ 
C ERTIFIED PUBLIC ACCO UNTANTS 
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EDUCATIONAL AND TREATMENT COUNCIL, INC 

NOTES TO FINANCIAL STATEM ENTS 

June 30. 2001 

NOTE B - FIXED ASSETS 

The following is a summary of property and equipment as of June 30, 2001 

Land 
Buildings 
Im provements 
Transportation equipment 
Furniture and fixtures 
Equipment 

Less: Accum ulated Depreciation 
Total 

Cost 
$ 25,000 
1,081,704 

30,780 
28,161 
309,346 

__  49,7_2_9 
1,524,720 
602,282 

~= ~ 922,~:38 

Property and equipment is stated at cost, net of accumulated depreciation. 
Acquisitions of property and equipment in excess of $500 are capitalized. 
Property and equipment are carried at cost or, if donated, at the approximate fair 
value at the date of donation. Depreciation is com puted principally by the stra ight- 
line m ethod over the following estim ated useful lives: 

Buildings 
Equipm ent, furniture and fixtures 
Transportation equipment 
Leasehold improvements 

NOTE C - BOARD DESIGNATED UNRESTRICTED NET ASSETS 

Y.ears 

30 
5-10 

6 
15 

Board designated unrestricted net assets at June 30, 2001 are funds set aside for 
future paym ents of long-term debt. 

NOTE D - TEM PO RARILY RESTRICTED NET ASSETS 

Tem porarily restricted net assets as of June 30, 2001 are available for the 
following purposes or periods: 

Runaway Youth Act Program $ 189 

G RAGSON, CASII)AY & G UII,I,OIIY, 1,.L.I~ 
C ERTIFIED PUBLIC ACCOUNTANTS 



EDUCATIONAL AND TREATM ENT COUNCIL, INC 

NOTES TO FINANCIAL STATEM ENTS 

June 30, 2001 

NOTE E - PERMANENTLY RESTRICTED NET ASSETS 

Property acquired with federal and com m unity developm ent grants is considered 
owned by the Council while used in the program for which it was purchased or in 
other future authorized programs; however, the United States and other grantor 
agencies have reversionary Interests in certain property. Its disposition as well as 
the ownership of any proceeds therefrom is subject to government regulations. 
The total carrying value of property and equipment in which the United States and 
other grantor agencies have reversionary interest Is $1,266 at June 30, 2001. 

NOTE F - COM MITMENTS AND CONTINGENCIES 

The Council receives a substantial am ount of its support from state and local 
government, A significant reduction in the level of this support, if this were to 
occur, m ay have an effect on the programs and activities, 

NOTE G - RETIREM ENT COM M ITM ENTS 

All employees of the Council are m embers of the Federal Social Security System . 
The Program contributes 7.65% of gross salaries up to appropriate statutory limits 
to that system . The Federal Social Security System adm inisters the plan and 
pays benefits. 

NOTE H - SICK AND VACATION PAY 

The first six months of employment are considered a probationary period during 
which time sick and vacation leave accrues at one day per month worked for 
each. Any days m issed during this period are treated as noncompensatory leave. 
Term ination of service with the Council during this period results in forfeiture of all 
accrued sick and vacation leave. 

At the beginning of employment, full time employees begin accruing sick leave at 
the rate of I day per month, This accrual of sick leave shall continue until the 
employee has accrued a maximum of 30 days sick leave. After this m axim um has 
been achieved, no further sick leave shall be accrued until the balance is reduced 
below 30 days. Any employee terminating agency service shall not be 
com pensated in any form for any unused accrued sick leave. Therefore, no 
liability has been accrued for these benefits. 

At the beginning of employment, full time employees begin accruing annual leave 
at the rate of 1 day per month up to twelve (12) clays annual leave each year of 
employment, After three years of service, the annual leave increases one day for 
each additional year of service up to a maximum of tw enty (20) days per year. 

Any unused annual leave at June 30th of each year shall be reduced to zero 
unless carry over is authorized by the Board. The dollar value of accrued leave at 
June 30, 2001 amounted to $8,805. 

G RAGSON, CASIDAY & GUll ].ORYr L.L.I: 
GER~IFI~D PUBLIC ~,CCO UNTf~N~S 
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EDUCATIONAL AND TREATMENT COUNCIL. INC 

NOTES TO FINANCIAL STATEM ENTS 

June 30. 2001 

NOTE I- LO NG-TERM DEBT 

Long-term debt at June 30, 2001 consists of: 

Note payable to Brown Foundation, Inc. due 
Novem ber 11,2018, plus Interest payable 
annually at 5%, secured by a building ~ 500,_000 

A requirement of this note is a sinking fund be established in 2002. Annual 
payments are due for years 2002 through 2017 in a sum sufficient to insure, when 
the final payment becomes due, the sinking fund will be able to repay the entire 
principal sum due. An investment with a balance of $173,185 at June 30, 2001 
has been made to pay off this debt at maturity (see Note C). 

NOTE J - FUNCTIONAL ALLOCATION OF EXPENSES 

Expenses were allocated in the accom panying financial statem ents to program 
and supporting service functional expense groups. The m ethods of allocation 
were based on several factors such as utilization of office space as well as the 
Council estimates of the relative proportion of various staff mem bers' time and 
effort between programs and administrative functions. 

NOTE K - O PERATING LEASE CO M M ITM ENT 

The Council leases office space, office equipment and vehicles under operating 
leases expiring at various times during the year ending June 30, 2002. 

M inim um future rental paym ents under noncancellable operating leases having 
remaining terms in excess of one year as of June 30, 2001 are as follows: 

Year 
2002 

Rental expense under.operating leases was $15,980 

NOTE L - JUVENILE SERVICES TAX 

Am ount 
~; = ~9,22~ 

On M ay 5, 1984, the property owners of Calcasieu Parish passed the Juvenile 
Detention, Probation and Services Tax. The Juvenile Services tax was approved 
by voters for 2.4 m ills. The Calcasieu Padsh Policy Jury shall pay as soon as ad 
valorem taxes are received by the Calcasieu Parish Policy Jury a sum equal to the 
stated contract amount. For and in considera tion of the payment of the foregoing 
lease sums, Education and Treatment Council, Inc. shall provide juvenile services 
without further cost to the Court or the Calcasieu Parish Police Jury for em ergency 
shelter to children as described in the purpose above. 

Amounts paid under the contract for the year ended June 30, 2001 was $365,026 

G RAGSON, CASIDAY & G UII,LORY, L.L.E 
C ERTIFIED PUBLIC ACCOUNTANTS 



EDUCATIONAL AND TREATMENT COUNCIL. INC 

NOTES TO FINANCIAL STATEM ENTS 

June 30. 2001 

NOTE M - LETTER OF CREDIT 

Educational and Treatment Council, Inc. entered into an agreement with the Bank 
One Louisiana, NA to obtain a stand-by letter of credit and security agreem ent. 
The letter of credit is secured by assignment of a certificate of deposit with the 
Bank One, Louisiana, NA in an amount of $20,432. The letter of credit became 
active on September 12, 2000 and expires on Septem ber 1,2001 and Is available 
in an amount not to exceed $18,712. 

NOTE N - COM PARATIVE INFORMATION 

The financial statem ents include certain prior year summarized comparative 
inform ation in total but not by net asset class. Such information does not include 
sufficient detail to constitute a presentation in conformity with generally accepted 
accounting principles. Accordingly, such Inform ation should be read in 
conjunction with the Council's financial statements for the year ended June 30, 
2000, from which the sum marized Information was derived. 

NOTE O - RECLASSIFICATIONS 

Certain reclassifications have been m ade to the 2000 financial statem ents to be in 
conform ity with the 2001 method of presentation. 

GRA(;SON, CASII)AY ~: GUII+I,ORY, I,.I,.I'. 
C ERTIFIED PUBLIC ACCO UNTANTS 
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F'DUCATIONAL AND TREATM ENT COUNCIL. INC 

SCHEDULE OF EXPENDITURES OF FEDERAL AW ARDS 

Year Ended June 30. 2001 

Federal Grantor/ 
Pass-through Grantor 

Proqram Title 
Federa l Grant 

CFDA Number Number 
Disbursem ents/ 
Ex ~penses 

U.S. Department of Health and 
Hum an Services 
Runaway Youth Act Program 93.623 06CY0747 $ 162,599 

Pass-through from 
State of Louisiana Department 
of Health and Hospitals 
Office of M ental Health 
Office of Public Health 

93.958 DHH66287 
93.994 DHH16712 

134,005 
50,901 

Pass-through from State of Louisiana 
Departm ent of Social Services, 
Office of Com m unity Services 
Promoting Safe and Stable 
Fam ilies 93.556 CFM S 541561 377,527 
Title IV-B Part 2 93.556 CFM S 552738 127,504 
Childrens Trust Fund 93.994 CFMS 565166/560971 14,991 

U.S. Departm ent of Agriculture 
Pass-through from State of 
Louisiana Departm ent of Education 
School Lunch Program 10.555 

U.S. Department of Housing and 
Urban Developm ent 
Pass-through from 
City of Lake Charles, LA. 
ESGP - Utility Assistance 14.231 

Total Federal Awards 

NOTE A - BASIS OF PRESENTATION 

21.454 

__ ~,515 

892,496 

The accom panying schedule of expenditures of federal awards includes the federal grant 
activity of Educational and Treatment Council, Inc. and is presented on the accrual basis of 
accounting. The information in this schedule is presented in accordance with the 
requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit 
Organizations. Therefore, some amounts presented In this schedule m ay differ from 
am ounls presented In, or used in the preparation of, the basic financial statem ents. 

G RAGSON, CASIDAY ~ G UII,LORYr L.L.r. 
CERTIFIED PUBLIC ACCOUNTANTS 
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NDEPENDENT AUDITORS' REPORT ON COMPLIANCE AND ON INTERNAL CONTROL 
OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEM ENTS 
PERFO RM ED IN ACCORDANCE W ITH GOVERNM ENT AUDITING STANDARDS 

To the Board of Directors 
Educational and Treatment Council, Inc 
Lake Charles. Louisiana 

October 25. 2001 

W e have audited the financial statements of the Educational and Treatment Council 
Inc. (a nonprofit organization) as of and for the year ended June 30, 2001 and have issued 
our report thereon dated O ctober 25, 2001. W e conducted our audit in accordance w ith 
generally accepted auditing standards and the standards applicable to financial audits 
contained in Governm ent Auditing Standards, issued by the Comptroller General of the 
United States. 

Compliance 
As part of obtaining reasonable assurance about whether Educational and Treatm ent 

Council, Inc.'s financia~ statements are free of m aterlat misstatement, we performed tests of 
its compliance with certain provisions of laws, regulations, contracts and grants, 
noncom pliance with which could have a direct and material effect on the determ ination of 
financial statem ent am ounts. However, providing an opinion on com pliance with those 
provisions was not an objective of our audit and, accordingly, we do not express such an 
opinion. The results of our tests disclosed no instances of noncom pliance that are required 
to be reported under Governm ent Auditing Standards. 

Internal Control Over Financial Reporting 
In planning and perform ing our audit, we considered Educational and Treatm ent 

Council, Inc.'s internal control over financial reporting in order to determine our auditing 
procedures for the purpose of expressing our opinion on the financial statements and not to 
provide assura nce on the internal control over financial reporting. However, we noted certain 
m atters involving the internal control over financial reporting and its operation that we 
consider to be reportable conditions. Reportable conditions involve matters com ing to our 
attention relating to significant deficiencies in the design or operation of the internal control 
over financial reporting that, in our judgment, could adversely affect Educational and 
Treatment Council, Inc.'s ability to record, process, sum marize, and report financial data 
consistent w ith the assertions of m anagem ent in the financial statem ents. Reportable 
conditions are described in the accompanying schedule of findings and questioned costs as 
item s 01-01.01-02 and 01-03. 

]8 
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A m aterial weakness is a condition In which the design or operation of one or m ore of 
the internal control components does not reduce to a relatively low level the risk that 
m isstatements in amounts that would be material in relations to the to the financial 
statem ents being audited m ay occur and not be detected within a timely period by 
employees in the normal course of perform ing their assigned functions. Our consideration of 
the internal control over financial reporting would not necessarily disclose all matters In the 
Internal control that m ight be reportable conditions and, accordingly, would not necessarily 
disclose all reportable conditions that are a~so considered to be material weaknesses. 
However, we believe that none of the reportable conditions described above is a material 
weakness. 

This report is intended solely for the Information and use of the Board of Directors, 
m anagement, others within the Council, federal awarding entities and pass-through entities 
and Is not intended to be and should not be used by anyone other than these specified 
parties. 

G RAGSON, CASIDAY & GUILLORYr l.I,.]: 
CERTIFIED PUBLIC ACCO UNTANTS 
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NDEPENDENT AUDITORS' REPORT ON COMPLIANCE W ITH REQUIREM ENTS 
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL 
OVER CO M PLIANCE IN ACCO RDANCE W ITH OM B CIRCULAR A-133 

Board of Directors 
Educational and Treatm ent Council, Inc. 
Lake Charles. Louisiana 

October 25. 2001 

Com pliance 
W e have audited the compliance of Educational and Treatment Council, Inc. (a 

nonprofit organization) with the types of compliance requirements described in the U.S. 
Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are 
applicable to each of its major federal programs for the year ended June 30, 2001. 
Educational and Treatment Council, Inc.'s major federal programs are identified in the 
sum m ary of auditors' results section of the accom panying schedule of findings and 
questioned costs. Com pliance with the requirem ents of laws, regulations, contracts and 
grants applicable to each of its major federal programs is the responsibility of Educational 
and Treatment Council, Inc.'s m anagement. Our responsibility is to express an opinion on 
Educational and Treatment Council, Inc.'s compliance based on our audit. 

W e conducted our audit of com pliance In accordance with generally accepted 
auditing standards; the standards applicable to financial audits contained in Governm ent 
Auditing Standards, issued by the Comptroller General of the United States; and OM B 
Circular A-133, Audits of States, Local Governm ents, and Non-Profit Organizations. Those 
standards and OM B Circular A-133 require that we plan and perform the audit to obtain 
reasonable assurance about whether noncom pliance with the types of com pliance 
requireraents referred to above that could have a direct and material effect on a major 
federal progra m occurred. An audit includes examining, on a test basis, evidence about 
Educational and Treatment Council, Inc.'s compliance with those requirements and 
perform ing such other procedures as we considered necessary in the circum stances. W e 
believe that our audit provides a reasonable basis for our opinion. Our audit does not 
provide a legal determination on Educational and Treatment Council, Inc.'s compliance with 
those requirements. 

In our opinion, Educational and Treatment Council, Inc. com plied, in all m aterial 
respects, with the requirements referred to above that are applicable to each of its major 
federal programs for the year ended June 30, 2001. 
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nternal Control Over Com nliance 
The m anagem ent of Educational and Treatm ent Council, Inc. is responsible for 

establishing and m aintaining effective internal control over compliance with requirements of 
laws, regulations, contracts and gra nts applicable to federal programs. In planning and 
perform ing our audit, we considered Educational and Treatment Council, Inc.'s Internal 
control over compliance with requirements that could have a direct and m aterial effect on a 
major federal program in order to determine our auditing procedures for the purpose of 
expressing our opinion on compliance and to test and report on internal control over 
compliance in accordance with OMB Circular A-133. 

Our consideration of the internal control over compliance would not necessarily 
disclose all matters in the internal control that m ight be material weaknesses. A material 
weakness Is a condition In which the design or opera tion of one or m ore of the Internal 
control com ponents does not reduce to a relatively low level the risk that noncom pliance with 
applicable requirements of laws, regulations, contra cts and grants that would be material in 
relation to a major federal program being audited may occur and not be detected within a 
tim ely period by employees in the normal course of perform ing their assigned functions. W e 
noted no matters involving the internal control over compliance and its opera tion that we 
consider to be m atedal weaknesses. 

This report is intended solely for the informafion and use of the Board of Directors, 
m anagement, others within the Council, federa l awarding entities and pass-through entities 
and is not Intended to be and should not be used by anyone other than these specified 
parties. 

GRAGSON, CASIDAY & GUH,I,ORY, i,.L.P. 
C ERTIFIED PUBLIC ACCO UNTANTS 



EDUCATIONAL AND TREATMENT COUNCIL. INC 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

Year Ended June 30. 2001 

SECTIO N 1 - SUM M ARY O F AUDITORS' RESULTS 

Financial Statem ents 
Type of auditors' report issued: unqualified 

nternal control over financial reporting: 
M aterial weaknesses identified? Yes 
Reportable conditions identified not considered 
to be m aterial weakness? X Yes 

Noncom pliance m aterial to financial statem ents 
noted? Yes 

Federal Awards 
Internal control over major programs: 

M aterial weakness identified? Yes 
Reportable condition identified that is not considered 
to be m aterial weakness? __  Yes 

Type of auditors' report Issued on com pliance 
for major programs: unqualified 

X No 

None reported 

X No 

X No 

X None reported 

Any audit findings disclosed that are required to 
be reported in accordance with Circular A-133, 
Section .510(a)? __ Yes X No 

Identification of m~orprograms 

CFDA Number 

93.556 

93.556 

Nam e of Federal Proqram or Cluster 

Promoting Safe and Stable Fam ilies 

Title IV-B Part 2 

Dollar threshold used to distinguish between 
Type A and Type B programs: 

Auditee qualified as low-risk auditee? 

$ 300,000 

Yes X No 

G P, AGSON, CASn)AY ~ GUIL1LOI{Y, L.I+.I~, 
CERTIFIED PUBLIC ACCO UNTANTS 
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EDUCATIONAL AND TREATM ENT COUNCIL. INC 

SCHEDULE! OF FINDINGS AND QUESTIONED COSTS - CONTINUED 

Year Ended June 30.2001 

SECTIO N II - FINANCIAL STATEM ENT FINDINGS 

01-01 Segregaiion of Duties 

Condition: 

Criteria 

Effect: 

Because of the Council's size and the limited num ber of accounting 
personnel, It is not feasible to maintain a complete segregation of 
duties to achieve effective Internal control. 

Effective intern al control requires adequate segregation of duties 
among client personnel. 

W ithout proper segregation of duties, errors within the financla 
records or fraud could go undetected. 

Recom m endation: To the extent cost effective, duties should be segregated and 
m anagem ent should attem pt to m itigate this weakness by 
supervision and review procedures. 

Response M anagement concurs with this recom m endation and has 
implemented supervision and review procedures to the extent 
possible. 

01-02 Bank Reconciliations 

Condition 

Criteria 

Effect: 

The operating cash account on the general ledger is not being 
reconciled to the bank reconciliation. 

Bank reconciliations should be prepared and reconciled to the 
genera l ledger on a m onthly basis to insure that the financial 
records are complete and fairly stated. 

Cash account and income and expense accounts may be m isstated 
on reports provided to management. 

Recom m endation: Procedures should be im plem ented requiring all bank accounts to 
be reconciled on a m onthly basis with differences Investigated. The 
bank reconciliation should be reviewed by appropriate Council 
personnel. 

Response The Financial Officer is in charge of reconciling the general ledger 
cash accounts to the bank reconciliations and the reconciliation will 
be reviewed by the proper level of management. 

CRAGSON, CASIDAY ~ G Ull I,ORY~ E L.I: 
C ERTIFIED PUBLIC ACCO UNTANTS 
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EDUCATIONAL AND TREATM ENT CO UNCIL. INC 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED 

Year Ended June 30. 2001 

SECTION II - FINANCIAL STATEM ENT FINDINGS - CO NTINUED 

01-03 Accounts Payable 

Condition 

Criteria 

Effect 

The accounts payable control account on the general ledger is not 
being reconciled to the accounts payable subsidiary ledger. 

This procedure would insure that the accounts payable balance on 
the general ledger is correct and that m anagement is provided 
complete and accurate information. 

Accounts payable and expense accounts m ay be m isstated on 
reports provided to management. 

Recom mendation: Procedures should be Implemented requiring the accounts payable 
subsidiary ledger to be reconciled to the accounts payable control 
account on a m onthly basis. The reconciliations should be 
reviewed by appropriate Council personnel. 

Response The Financial Officer is in charge of reconciling the accounts 
payable control account on the general ledger to the accounts 
payable subsidiary ledger on a m onthly basis. The reconciliation 
will be reviewed by the proper level of m anagem ent. 

SECTION III- FEDERAL AW ARD FINDINGS & QUESTIONED COSTS 

None 

G RAGSON, CASII)AY ~ G ULL10RY~ I,I,.E 
CERTIFIED PUBLIC ACCO UNTANIS 



EDUCATIONAL AND TREATM ENT COUNCIL, INC 

SCHEDULE OF PRIO R YEAR AUDIT FINDINGS 

Year Ended June 30. 2001 

No m atters were reported 

G RAGSON, CASII)AY & GUILLORY, L.L.E 
CERTIFIED PUBLIC ACCO UNTANTS 
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EDUCATIONAL AND TREATMENT COUNCIL. INC 

CORRECTIVE ACTION PLAN 

Year Ended June 30. 2001 
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(337) 433-6739 

fzx (337) 436-7720 

The findings from the schedule of findings and questioned costs are discussed below. The 
findings are num bered consistently with the numbers assigned In the schedule. 

Findings - Financial Statement Audit 

01-01 Segregation of Duties 

Recom mendation - To the extent cost effective, duties should be segregated and 
management should attem pt to mitigate this weakness by supervision 
and review procedures. 

Action Taken - W e concur with this recom mendation and we have implemented 
supervision and review procedures to the extent possible. 

01-02 Bank Reconciliations 

Recom mendation -Procedures should be im plem ented requiring all bank accounts to be 
reconciled on a monthly basis with differences investigated. The bank 
reconciliation should be reviewed by appropriate Council personnel. 

Action Taken - The Financial Officer is in charge of reconciling the general ledger cash 
accounts to the bank reconciliations and the reconciliation w ill be 
reviewed by the proper level of m anagement. 

01-03 Accounts Payable 

Recom m endation -Procedures should be im plem ented requiring the accounts payable 
subsidiary ledger to be reconciled to the accounts payable control 
account on a m onthly basis. The reconciliations should be reviewed by 
appropriate Council personnel. 

Action Taken - The Financial Officer is in charge of reconciling the accounts payable 
control account on the genera l ledger to the accounts payable subsidiary 
ledger on a monthly basis. The reconciliation will be reviewed by the 
proper level of management. 


